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Living longer
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Couples Age 65

Female Age 65

Male Age 65

Age

50% chance of living to

50% chance of living to

at least 1 person has a 50% chance of living to

25% chance of living to

25% chance of living to

at least 1 person has a 25% chance of living to

Life expectancy upon retirement at age 65

A healthy 65-year-old female has a 50% chance of living until age 89 (24 more years)

Source: Society of Actuaries’ Annuity RP-2014 Total Healthy Annuitant rates, Scale MP-2014. Figures assume you are in good health.
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Presenter
Presentation Notes
I’m sure many of you are aware that medical advances and healthier lifestyles have increased longevity.  A couple who reaches 65 has a 50% chance to living into their early 90s and 25% chance of living into their late 90s.  So we can assume from these statistics one person from a couple will live into their 90s.  However, people are not taking longevity into account when taking their benefits.  
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But collecting 
early

Reduced benefit 
(collected early)

66%

Full or 
increased 

benefit
34%

Source: Social Security Administration’s Annual statistical supplement, 2021.
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Presenter
Presentation Notes
In fact 66% of people collecting Social Security benefits today are collecting reduced amounts because they collected early, often as early as age 62. Why, in the face of longevity, do many people collect benefits when they hit age 62? Probably because they can. Even though so many people are concerned with longevity, they are willing to accept reduced benefits for life to avoid not getting their fair share of benefits because they may die early. But longevity is a reality. At the end of 2020 there were nearly 2.2 million people over the age of 90 collecting Social Security benefits. There were 69,571 people over the age of 100 collecting benefits. Source: For Pie Chart: Table 5.B6For Age 90 and 100 stats: Table 5.A10



Rules of retirement benefits
Individual benefits
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Presenter
Presentation Notes
Now let’s dive into some of the rules.



Individual benefits
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Source: Social Security Administration (www.ssa.gov).

Best 35 Years

www.ssa.gov
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Presenter
Presentation Notes
Most workers pay into the program with each paycheck and will qualify for Social Security benefits at retirement. Workers pays FICA tax up to the Social Security wage base ($147,000 in 2022) toward Social Security. This amount is matched by the worker’s employer. To be fully insured, a worker needs 40 credits. A maximum of 4 credits can be earned per year. For 2022, one credit is earned for every $1,510 of wages. Currently, individuals who are paying FICA taxes and are at least age 60 should be receiving a Social Security benefits statement in the mail about three months before their birthday. This statement includes earnings record on page 2. You should check this carefully because benefits will be based off this record, mistakes and all. If you spot any mistakes, call the Social Security administration to correct them. Anyone under the age of 60 can only review their Social Security statement online by visiting www.ssa.gov. Benefits are based on the best 35 years of work history and the benefits reflected on a statement reflect the assumption that you will continue to earn your current salary (from the last two years) until you begin to collect benefits.You should also review the information on page 1. This is where you will find your monthly benefit estimate depending on the age at which you begin collecting.The Social Security Administration has a calculator on their website which will allow you to modify the expected retirement date and wage assumptions to create a more accurate estimate of expected benefits.The Maximum Social Security Benefit for a worker who achieves FRA in 2022 = $3,345



Reduced Benefits Increased Benefits

The tradeoff for individual benefits
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Full  Retirement  Age (FRA)

65
1937 or 
earlier

67
1960 and 

later

66
1943-1954

Age 62 Age 70

Full 
Retirement 

Age

Primary Insurance 
Amount (PIA)

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
You have the option to start collecting benefits anytime between age 62 and age 70. However, if you collect before full retirement age, you will collect reduced benefits. If you wait until full retirement age, you will be eligible for full benefits (also known as the primary insurance amount). If you wait until after full retirement, you will be eligible for an increased benefit.Full retirement age is not the same for everyone. For those born 1937 or earlier, it is 65. For those approaching retirement right now, it is right around age 66. For those born between 1954 and 1960, social security adds 2 months to every year above 1954. In other words, if you were born in 1956 your FRA is 66 and 4 months. For anyone born 1960 or later, it is 67 which we will use as the assumed FRA for the remainder of the seminar.



Cost of collecting early
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Source: Social Security Administration (www.ssa.gov). Assumes full retirement age of 67.
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Presenter
Presentation Notes
As we saw before, the majority of individuals take benefits before full retirement age. If you elect to take benefits early, benefits will be permanently reduced. The payment is not adjusted when you reach FRA. What else should you consider before you go ahead and agree to a permanently reduced benefits?Percentage of monthly reduction and total reductions are approximate due to rounding. Actual reductions are 5/9 of 1% per month or .555 for the first 3 years and 5/12 of 1% (.416) for subsequent months.



Considerations for collecting early
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Working

Longevity

Spouse
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Presenter
Presentation Notes
Among other things, you need to consider current health, family history of longevity, and, if you are married, the age difference between you and your spouse. One extremely important consideration that could directly influence you not to collect early, is whether or not you are actually retiring. Are you grabbing the benefit because you can? Or are you grabbing the benefit because you’re actually retiring and need the income?



Continuing to work while collecting early
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Your age 2022 limit What happens above the limit

Under FRA $19,560/year
$1 of benefits withheld per $2 of 

earnings above limit

Year reach FRA $51,960/year
$1 of benefits withheld per $3 in 

earnings above limit
for months prior to reaching FRA

Month reach FRA and beyond None Nothing

2022 retirement earnings limit

Applies to any retirement benefits collected before FRA. Earnings limit looks at wages only.

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
Social Security benefits are intended to be supplemental retirement income. So the SSA really wants you to be retired when you collect them. Therefore, they will penalize you for collecting early if you are not actually retired. If you collect benefits early, you will be subject to an annual earnings test which looks exclusively at salary. Prior to full retirement age, if you earn more than the threshold amount ($19,560 in 2022), you lose $1 of benefits for every $2 earned over the threshold. Now keep in mind, this is on top of already reduced benefits.For the year in which you reach full retirement age, a different rule applies. The threshold is $51,960 in 2022. And the rule is that you lose $1 in benefits for every $3 in earnings over the threshold. Once full retirement age is reached, there is no threshold so you can earn any amount after that with no reduction in benefits. This applies to all retirement benefits – individual, spousal, child and survivor – collected before FRA.
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Changing your 
mind

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
If someone starts collecting their benefits prior to FRA and they find themselves returning to work and having their benefits withheld, they can consider a Withdrawal of Application. This essentially allows a do-over. The do-over provision is allowed only if the application is withdrawn within the first 12 months after starting benefits.  Then the worker can repay benefits, and essentially start over.  The unlimited “do-over” provision was prohibited by the SSA several years ago. When a withdrawal of application is requested, benefit payments will stop and an individual can re-apply when they are ready to file again without any reductions due to filing previously.They need to repay the SSA everything they had received to date, along with any family benefits paid on their work history, and then they can subsequently apply as if it were their first time applying.The SSA will only allow one withdrawal per lifetime.



Guaranteed increases for collecting late
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100%

108%

116%

124%

75%

100%

125%

150%

FRA One Year Two Years Three Years

Source: Social Security Administration (www.ssa.gov). Assumes full retirement age of 67.
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Presenter
Presentation Notes
So far we have discussed the drawback to collecting early or working when collecting benefits.  Let’s switch gears to show what happens if you wait to collect benefits. You will be awarded guaranteed increases to your benefits of 8% per year (assuming you were born in 1943 or later) if deferred beyond full retirement age up until age 70. For someone with a FRA of age 67, this could be an increase of 24% by age 70. For someone with a FRA of age 66, this could be an increase of 32% by age 70.
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A question of longevity
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Age

Assumes individual has a FRA of 67.

Break even analysis

62
70%

of PIA

67
100%
of PIA

70
124%
of PIA

Age 
78.5

Age 
82.5
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Presenter
Presentation Notes
Deciding what age to collect benefits as a single filer simply comes down to the question: How long do you think you will live? However by comparing payment cash flows you are able to determine a break even point that allows you to make a more informed decision.Whether you start receiving lower benefits early or waiting and collecting a higher benefit amount later, at some point you will break even, which means you will receive the same amount of money no matter when you started collecting. In the first example the break even analysis shows collecting at age 62 vs. collecting at full retirement age, in this example the break even point is the age of 78 and 6 months.  In the second example the breakeven when taking at FRA vs. 70 is 82 and 6 months. If you think you will live beyond 82 and 6 months, you might opt to receive larger checks later and begin collection at age 70.  While it’s impossible to know exactly how long you will live, you can make a reasonable guess about your current health and family history and looking at your break even age can help you when making your collection decision.



Rules of retirement benefits
Spousal and survivor benefits
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Presenter
Presentation Notes
Now let’s dive into some of the rules for spousal and survivor benefits.



Spousal benefits amount
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Age 62 Age 67 (FRA) Age 70

Collect - $2,200

Collect Spousal - $1,100

Jordan

Alex

Jordan
PIA: $2,200 

Alex
PIA: $0 

50% x $2,200
$1,100 

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
Let’s take a look at a sample married couple, Jordan and Alex.  Jordan worked and his Primary Insurance Amount is $2,200.  Alex did not work and did not pay into social security for at least ten years and therefore has a PIA of $0. There are four key things to make sure you know about Spousal Benefits:First, a spousal benefit is equal to 50% of their partner’s Primary Insurance Amount (PIA) once they themselves reach their Full Retirement Age (FRA).Because Jordan has a PIA of $2,200, once Alex reaches her FRA of 67, the spousal benefit is equal to half of that or $1,100.So, at FRA, Jordan could get a check for $2,200 every month and Alex could receive $1,100 a month.



Collect Spousal - $1,100

Spousal benefits amount
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Age 62 Age 70

Collect - $1,540Jordan

Alex

50% x $2,200
$1,100 

Source: Social Security Administration (www.ssa.gov).

Jordan
PIA: $2,200 

Alex
PIA: $0 

Age 67 (FRA)
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Presenter
Presentation Notes
It is important to make sure that you understand that it is 50% of the PIA, not 50% of the benefit being collected.If Jordan collects his benefit early at age 62 and locks in a lower benefit for himself, as long as Alex waits until FRA, she can still receive the full $1,100.



Spousal benefits reduction
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Maximum spousal benefit amount

Source: Social Security Administration (www.ssa.gov). Assumes full retirement age of 67.
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Presenter
Presentation Notes
The second key thing to know about a Spousal Benefit is that:WHEN Alex collects her spousal benefit can impact the total she takes home. If she collects spousal benefits before FRA, her spousal benefits will be reduced (please note that collecting five years early results in a 35% lower benefit). On the other hand, she is not rewarded for waiting beyond FRA. Spousal benefits do not receive delayed retirement credits, so there’s no incentive to wait to collect a spousal benefit beyond full retirement age.



Spousal benefits eligibility
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Collect Spousal - $1,100

Age 62 Age 70

Collect - $2,728Jordan

Alex

Individual benefit 
increased 24%

Spousal benefit 
not increased

Source: Social Security Administration (www.ssa.gov).

Jordan
PIA: $2,200 

Alex
PIA: $0 

Age 67 (FRA)
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Presenter
Presentation Notes
Third, Jordan must file for his benefit in order for Alex to be eligible to collect a spousal benefit.So if they are both the same age and Jordan waits until 70 to file and collect, Alex must wait until 70 to collect the spousal benefit.Keep in mind, Alex is still only collecting 50% of Jordan’s FRA benefit not 50% of what he is currently collecting. Again, spousal benefits do not increase past FRA. 



Suspending benefits still option with new consequences
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Age 62 Age 70

Collect - $1,910Jordan

Alex

Individual benefit 
increased 24%

Suspended*
(no benefits, 8% ann. increase)

Collect Spousal - $715

Collect - $1,540

Collect Spousal - $715 Spousal off*

Individual benefit 
reduced 30%

Source: Social Security Administration (www.ssa.gov). *If request to suspend is made after April 30, 2016.

Spousal benefit 
not increased

Spousal benefit 
reduced 35%

Jordan
PIA: $2,200 

Alex
PIA: $0 

Age 67 (FRA)
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Presenter
Presentation Notes
With recent legislation, voluntary suspension requested after April 30th, 2016 has new consequences:During suspension, any spousal or dependent child benefit will also be turned off. The filer must begin collecting benefits again in order for others to be eligible to collect off of their record. The option to request retroactive payments of those suspended benefits will not be available.The filer won’t be able to claim any other benefit while their benefit is suspended.These changes render the “file & suspend” strategy mute if the suspension is requested after April 30th, 2016.  You may still choose to take advantage of voluntary suspension.  If you elect to collect benefits early but then, at or after FRA, decide you would rather earn the raise instead of receiving a monthly SS check (for example, collected at 62 to cover health insurance premiums, but once enrolled in Medicare the extra income isn’t needed), you have the option to suspend collection of benefits.When Jordan files and collects reduced benefits at age 62, he enables Alex to collect spousal benefits at age 62 as well.  If Jordan requests voluntary suspension after April 30th, 2016, Alex or any minor dependent children will not be eligible for spousal or dependent benefits.  At age 70 when he reinstates his benefits, Alex and or dependent children are once again able to collect spousal and dependent benefits. 



Adding spousal benefits to individual benefits
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$0

$200

$400

$600

$800

$1,000

$1,200

Age 62 Age 67 (FRA) Age 70

Own
$600Own

$420

Own
$744

Spousal
$325

Spousal
$500

Spousal
$356

$1,100

$745

Source: Social Security Administration (www.ssa.gov).

Jordan
PIA: $2,200 

Alex
PIA: $600 
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Presenter
Presentation Notes
What if Alex is entitled to an individual benefit, say $600.  Well the fourth to know about spousal benefits is that you don’t get to add a spousal benefit to and individual benefit.  They are actually netted against one another.If Alex collected her own benefits at FRA, she would receive $600. If she collected at age 62, that would be reduced by 30% to $420. If she waited until age 70, the $600 would increase by 24% to $744.Now if we add spousal benefits to the mix, it becomes a little more complicated. Alex’s spousal benefits at their core are worth $1,100. That means if she collects her spousal benefits at FRA along with her own, she’ll add an additional $500 of spousal benefits to her own $600 for a total of $1,100. If she takes spousal at age 62, her $500 will be reduced by 35% to $325 for a benefit total of $745. On the other hand, if she waits until age 70 for both benefits, her spousal benefit will only be enough to get her to $1,100 (her maximum spousal benefit). In this case, she would add $356 to her own $744.So to recap:Spousal Benefits are equal to 50% of partner’s PIAThey don’t get any bigger if you wait past FRAPartner must have filed for individual benefits (and not requested suspension after April 2016).Individual benefits and Spousal benefits are netted against one another



Spousal benefits eligibility
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Age 62 Age 70

Collect Individual Benefits - $2,200

Collect Individual Benefits - $2,500

Jordan

Alex

Jordan
PIA: $2,200 

Alex
PIA: $2,500 

Source: Social Security Administration (www.ssa.gov).

Age 67 (FRA)
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Presenter
Presentation Notes
In the previous example, the couple had a higher earner and a much lower earner….what happens if both spouses have relatively similar benefits at FRA? Remember, an individual is only eligible for either their own benefit or 50% of their spouses benefit (whichever is higher) not both. Therefore, neither will be eligible for spousal benefits. They will only be eligible for their individual benefits since both of their benefits exceed 50% of their spouses PIA. 



Survivor benefits
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Own 
benefits 

only
56%

Own and 
husband's 

benefits
25%

Husband's 
benefits 

only
19%

Women are collecting their 
husband’s benefits

Jordan’s benefits 
(64, 6 months)

$1,833

Survivor 
benefits
$1,833

Jordan’s benefits 
(70)

$2,728

Survivor 
benefits
$2,728

Alex
PIA: $600 

Jordan
PIA: $2,200 

Source: Social Security Administration’s Annual statistical supplement, 2021. Assumes full retirement age of 67 and primary insurance amount of $2,200.
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Presenter
Presentation Notes
Now let’s talk about survivor benefits and why they’re an important part of the decision. Approximately half of all the woman collecting benefits today are collecting benefits all or in part based on their husband's work history. So the decisions Jordan makes will likely impact Alex’s benefits even after he’s gone. Unlike spousal benefits, survivor benefits are tied directly to Jordan’s collection decision. That means if he collects at age 62, he leaves Alex with significantly lower survivor benefits than if he collects at age 70.Typically a survivor is eligible for either 82.5% of the spouse’s FRA benefit or 100% of whatever they were collecting at death, whichever is higher. Therefore, whatever they were collecting at death directly impacts what you could receive for the rest of your life. Source:Table 5.A15



Collection strategies

22
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Presenter
Presentation Notes
Let’s discuss how to use these rules to create the best collection strategy.



Jordan’s Benefits

$258,720 = $1,540 x 168 months

Jordan’s Benefits Alex’s Benefits

$258,720 $70,560 = $420 x 168 months

Jordan’s Benefits Alex’s Benefits Spousal Benefits

$258,720 $70,560 $54,600 = $325 x 168 months

Jordan’s Benefits Alex’s Benefits Spousal Benefits Survivor Benefits

$258,720 $70,560 $54,600 $196,020 = $1,815 x 108 months

Jordan’s Benefits Alex’s Benefits Spousal Benefits Survivor Benefits Total

$258,720 $70,560 $54,600 $196,020 $579,900

Married couple collecting at age 62
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Collect Adjusted Spousal Benefits - $325

Age 62 67 (FRA) 70

Collect Individual Benefits - $1,540Jordan

Alex

Jordan
YOB: 1960
PIA: $2,200

Lives through age 75

Alex
YOB: 1960
PIA: $600

Lives through age 84

Collect Individual Benefits - $420

74
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Presenter
Presentation Notes
Assuming the couple needs the income, they both file at the age of 62. Jordan files for a reduced benefit of $1,540/mon. Alex files for her reduced individual and spousal benefit to receive a total of $745/mon. When Jordan passes away, Alex files for survivor benefits off of Jordan. In total they receive a little under $580,000. 



Married couple collecting at age 67 (FRA)
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Collect Adjusted Spousal Benefits - $500

Age 62 70

Collect Individual Benefits - $2,200Jordan

Alex

Jordan
YOB: 1960
PIA: $2,200

Lives through age 75

Alex
YOB: 1960
PIA: $600

Lives through age 84

Collect Individual Benefits - $600

74

Both Age 62

$579,900
Both Age 62 Both FRA

$579,900 $594,000

67 (FRA)
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Presenter
Presentation Notes
Had they both deferred until FRA, Jordan would receive his own monthly benefits of $2,200. Alex would receive her own monthly benefits of $600. She would receive an additional $500 as spousal benefits. When Jordan passes away, Alex would be eligible to receive $2,200 as survivor benefits.Even though they received benefits for a shorter period of time, because they received higher amounts, they actually received $594,000 which is almost $15,000 more over their lifetime..



Married couple collecting at age 70
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Collect Spousal - $356

Age 62 70

Collect - $2,728Jordan

Alex

Jordan
YOB: 1960
PIA: $2,200

Lives through age 75

Alex
YOB: 1960
PIA: $600

Lives through age 84

Collect - $744

74

Both Age 62 Both FRA

$579,900 $594,000
Both Age 62 Both FRA Both Age 70

$579,900 $594,000 $570,240

67 (FRA)
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Presenter
Presentation Notes
Had they deferred until age 70, they would have only received $570,240. This is a risk a lot of individuals are not willing to take. When individuals don’t have the longevity, deferring to age 70 may not always be in your best interest. That is why we would suggest considering strategies that provide the greatest amount of benefits and flexibility regardless of the duration of retirement.



Married couple with large difference in benefits
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Collect Spousal - $500

Age 62 70

Collect - $2,728Jordan

Alex

Jordan
YOB: 1960
PIA: $2,200

Lives through age 75

Alex
YOB: 1960
PIA: $600

Lives through age 84

74

Collect Individual Benefits - $420

Both Age 62 Both FRA Both Age 70

$579,900 $594,000 $570,240
Both Age 62 Both FRA Both Age 70 Strategy

$579,900 $594,000 $570,240 $599,760

67 (FRA)
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Presenter
Presentation Notes
What if the lower earner, in this case Alex, started collecting at 62, but Jordan deferred until 70. Since Jordan has not filed when Alex begins collecting, the only benefit Alex would receive at age 62, would be her own.  So Alex begins collecting a reduced benefit of $420 at 62, and then at age 70, once Jordan begins collecting his benefit of $2,728, Alex can begin receiving an additional $500 as a spousal benefit. This results in Alex receiving $420 a month from 62 to 70 and then $920 a month after that.  Because Jordan waited until 70, when he predeceases her, Alex receives $2,728 a month as a survivor benefit.  At the end of the day they collect $599,760 from SS. 



Married couple with large difference in benefits
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Jordan
YOB: 1960
PIA: $2,200

Lives through age 85

Alex
YOB: 1960
PIA: $600

Lives through age 92

Both Age 62 Both FRA Both Age 70 Strategy

$810,540 $937,200 $964,128 $969,888

Collect Spousal - $500

Age 62 70

Collect - $2,728Jordan

Alex

74

Collect Individual Benefits - $420

67 (FRA)
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Presenter
Presentation Notes
Now we add longevity to the equation. Jordan lives to 85 and Alex to 92. The strategy approach still provides the greatest amount of benefits. Will this always be the case? No. It all depends on the numbers. The higher the lower earner’s numbers are, when longevity is present, the more advantageous it becomes to have both defer to 70.



Collect Spousal - $1,000

Restricted application available if born 1953 or earlier
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66 (FRA) 70 74

Collect - $2,904Jordan

Alex

Jordan
YOB: 1953
PIA: $2,200

Lives through age 85

Alex
YOB: 1957
PIA: $2,000

Lives through age 92

Collect Individual Benefits - $1,500

Age 62 66 (FRA) 70

Both Age 62 Both FRA Both Age 70 Strategy

$1,074,780 $1,202,400 $1,321,056 $1,348,896
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Presenter
Presentation Notes
Another option to consider is called the Restricted Application and it can be beneficial when the lower earner’s PIA is larger than the spousal benefit.  This strategy was impacted by the legislative changes in November of 2015.  Now it only works for people born on or prior to January 1st, 1954.Alex collects her individual benefit at 62.  By collecting, she makes Jordan eligible for a spousal benefit.  Because he was born in 1953, he is eligible to file a restricted application to only claim the spousal benefit at his FRA.  He leaves his own benefit untouched and at 70 collects his individual benefit which has grown by 32%.



Widow with significant individual benefits
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Chris
PIA: $2,200

Survivor: $2,500
Lives through age 92 

Age 60 7462 67 (FRA) 70

Collect Survivor Benefits - $1,788 Collect - $2,728

Age 62 FRA Age 70 Strategy

$740,679 $780,000 $752,928 $967,428
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Presenter
Presentation Notes
Another time to potentially switch between benefits is when you are a widow(er) and entitled to survivor benefits and has a good size benefits of her own as well. Chris might compare her own benefits to her survivor and just collect the highest, but the best way to maximize her benefits would be to start collecting one and then switch to the other. She could file for survivor benefits at 60 and received reduced benefits and then allow her own to grow all the way up to age 70 and switch her own benefits of $2,728. Using this strategy could boost her lifetime income by over $200,000!



Widow with lower individual benefits
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Chris
PIA: $1,000

Survivor: $2,500
Lives through age 92 

Age 60 7462 70

Collect - $700 Collect Survivor Benefits - $2,500

67 (FRA)

Age 62 FRA Age 70 Strategy

$740,679 $780,000 $690,000 $822,000
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Presenter
Presentation Notes
This strategy works the other way around as well. Should Chris’s survivor benefit exceed her individual benefit (even at age 70), she could file for his reduced individual benefit at age 62 and then file for her full survivor benefit at her FRA. Keep in mind, survivor benefits just like spousal benefits never increase past FRA. Therefore, if your survivor benefit will always be more than you individual benefit you should never wait past FRA to file for those benefits. 



Additional beneficiaries

31

You or your retirement age spouse,
collecting benefits 

Your unmarried child
50% of your PIA*

(75% of your PIA as a survivor*)

Your younger spouse
50% of your PIA*

• Under age 18 (19 if in high school) 

• Any age if disabled before age 22

• Caring for your child who is under age 16 
or disabled before age 22

*Subject to family maximum.

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
In addition to you and your retirement age spouse, your unmarried child can collect benefits when you collect benefits. A younger spouse, who has not yet attained retirement age, could collect benefits at this point if he or she is caring for your child under age 16.



Spousal Benefits
• Married to ex-spouse for 10+ years

• Unmarried
• Both are at least age 62
• Divorced for at least 2 years*

Additional beneficiaries – Divorced spouse

32

*2 years does not apply if the individual was eligible for spousal benefits at the time of divorce.

Source: Social Security Administration (www.ssa.gov).

62

10

Unmarried

Survivor benefits
• Married to ex-spouse for 10+ years

• Unmarried or married after age 60

• At least age 60

Spousal benefits
• Married to ex-spouse for 10+ years

• Unmarried 

• Both are at least age 62

• Divorced for at least 2 years*
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Presenter
Presentation Notes
If you have been married for at least 10 years. Are currently unmarried and both you and your ex-spouse are at least age 62, you may be eligible for spousal benefits under the same rules as we discussed earlier. If your ex-spouse has passed away and you are unmarried (or your current marriage started after age 60) and at least age 60, you may be eligible for survivor benefits.



Taxation of Social Security benefits
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Provisional Income = 

½ Social Security benefits + Modified Adjusted Gross Income

Single
$0

$25,000

$34,000

Married,
Filing Jointly

$0

$32,000

$44,000

0% of benefits are taxable

7-85% of benefits are taxable

0-50% of benefits are taxable

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
You may have to pay taxes on your Social Security retirement benefits. If your provisional income (1/2 SS benefits + MAGI) is below $25,000 if you’re single or $32,000 if you’re married, your benefits are tax-free. If it’s above these amounts but below $34,000 if you’re single or $44,000 if you’re married, your benefits could be taxable anywhere between 0% and 50%. If it’s above $34,000 if you’re single or $44,000 if you’re married, your benefits could be taxable anywhere between 7% and 85%. If any of your benefits are taxable, you add that amount onto your taxable income for the year and are taxed at your appropriate marginal income tax rate.
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Next steps

Download your statement at 
www.ssa.gov.

Meet with your financial 
professional to review a 
personalized analysis. 

Incorporate collection into your 
retirement plan. 
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Presentation Notes
(Read slide.)

http://www.ssa.gov/
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How to file for 
benefits

1. Online: Preferred method. Go to 
www.ssa.gov. Click on “benefits” 
then “retirement” then “apply for 
retirement benefits.” 

2. In Person: Call Social Security 
at 1-800-772-1213 and schedule 
an appointment for an in office 
interview to file for benefits.

3. Via Phone: Call Social Security 
at 1-800-772-1213 and schedule 
an appointment for a telephone 
interview to file for benefits.
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Presentation Notes
(Read slide.)

http://www.ssa.gov/
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This material is provided for educational purposes only and does not constitute investment advice. The information contained herein is based 
on current tax laws, which may change in the future. BlackRock cannot be held responsible for any direct or incidental loss resulting from 
applying any of the information provided in this publication or from any other source mentioned. The information provided in these materials 
does not constitute any legal, tax or accounting advice. Please consult with a qualified professional for this type of advice.

© 2021 BlackRock, Inc. All rights reserved. BLACKROCK is a trademark of BlackRock, Inc. or its subsidiaries in the United States and 
elsewhere. All other trademarks are those of their respective owners. 

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC, member FINRA.

Important Notes
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Government Pension Offset (GPO)
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Your pension could reduce your spousal or survivor benefits

Pension
$1,500

Offset
$1,000=X     2/3

Spousal Benefits

$1,100

$100

Survivor Benefits

$2,200

$1,200
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Presenter
Presentation Notes
Some employees, usually civil service employees, do not pay into the Social Security Retirement System, but rather a civil retirement system. Since their years of employment would not be recognized by SS as a result of this, you would be entitled to receive spousal and survivor benefits. Social Security will offset those benefits however as a result of your Civil pension. you would reduce any spousal or survivor benefits by 2/3 of your civil pension. So you would receive your full civil pension and any additional spousal benefits if you exceeded 2/3 of your pension. For instance, in the above scenario, the wife would receive $1,500 from her pension, and an additional $100 as a spousal benefits. If her husband passed away, she would continue to receive her pension and a survivor benefits reduced by $1,000. 



Windfall Elimination Provision (WEP)
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Your pension could reduce your own benefits

Non-Covered Covered

Age 
22

Age 
62

Age 
42

PIA = 90%         +    32% + 15%
of the first 

$1,024* of AIME
of the next 

$5,148* of AIME
of AIME over 

$6,172*

Age 
32

Age 
52

* Changed annually by changes in the national indexing average wage. Numbers for 2022.
Source: Social Security Administration (www.ssa.gov). Covered: Worked or works in a job that contributes to Social Security taxes. Not covered: Worked or works for a state or 
government agency that contributes to a pension instead of Social Security taxes.

PIA = 90%         +    32% + 15%
of the first 

$1,024* of AIME
of the next 

$5,148* of AIME
of AIME over 

$6,172*

PIA = 40%         +    32% + 15%
WEP

Covered

USRRMH1021U/S-1883390-39/46

Presenter
Presentation Notes
WEP is phased out for individuals who have substantial earnings covered by Social Security between 20–30 years



Spousal Only - $300 

Restricted Application

Married couple with large difference in benefits
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Collect Spousal - $500

Age 62 66 (FRA) 70

Collect - $2,904Jordan

Alex

Jordan
YOB: 1953
PIA: $2,200

Lives through age 85

Alex
YOB: 1957
PIA: $600

Lives through age 92

74

Collect Individual Benefits - $450

$1,159,296 Both FRA Both Age 70 Strategy

$906,780 $1,029,600 $1,099,296 $1,041,504

USRRMH1021U/S-1883390-40/46

Presenter
Presentation Notes
Now we add longevity to the equation. Jordan lives to 85 and Alex to 92. The strategy approach still provides the greatest amount of benefits. Will this always be the case? No. It all depends on the numbers. The higher the lower earner’s numbers are, when longevity is present, the more advantageous it becomes to have both defer to 70.Born in 1950- Restricted Application permitted 



Spousal benefits with file & suspend
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Age 62 FRA Age 70

Collect - $2,904Jordan

Alex

Individual benefit 
increased 32%

File & Suspend - $0

Collect Spousal - $1,100

Source: Social Security Administration (www.ssa.gov). *If request to suspend is made before April 30, 2016.

Jordan
PIA: $2,200 

Alex
PIA: $0 

USRRMH1021U/S-1883390-41/46

Presenter
Presentation Notes
Voluntary Suspension became an option in January of 2000.  It allows a person to stop benefit payments at or after FRA and instead earn delayed retirement credits.  It created a strategy often referred to as File & Suspend.  Jordan could file for his benefit at FRA and immediately suspend collection of that benefit.  Because Jordan has filed for his benefit, Alex is eligible to collect the spousal benefit.  Jordan’s benefit continues to earn delayed retirement credits and at age 70 becomes 32% larger than if he had collected at 66.The ability to file and suspend while still allowing a spouse or dependent child to collect off a suspended record has been eliminated as of April 30, 2016. Anyone that suspends their benefit after April 29, 2016 will also have all benefits on their record suspended.  Anyone that has filed and suspended their benefit prior April 30, 2016 will still have the ability to allow a spouse or dependent child to collect on their record while they remain in suspension. 



Important notes regarding collection strategies 
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Restricted Application
• Still available if born on or before 

January 1, 1954

• If born after January 1, 1954, deemed filing 
will apply regardless of age

File & Suspend
Voluntary suspension request made after 
April 30, 2016:
• During suspension, any spousal or 

dependent child benefit will also be turned 
off

• No retroactive payments of suspended 
benefits

• The filer won’t be able to claim any other 
benefit while their benefit is suspended

USRRMH1021U/S-1883390-42/46

Presenter
Presentation Notes
Filing and SuspendingIf you request a voluntary suspension after April 30th, 2016, three new consequences will occur:During suspension, any spousal or dependent child benefit will also be turned off. The filer must begin collecting benefits again in order for others to be eligible to collect off of her record. The option to request retroactive payments of those suspended benefits will not be available.The filer won’t be able to claim any other benefit while her benefit is suspended.The Social Security Administration (SSA) currently allows individuals to submit an application up to four moths early.  2.  Restricted ApplicationRestricted applications are only available to people who reach the age of 62 during 2015.  Because the SSA considers a person to have reached a given age the day prior to the actual date, that means a person born on or before January 1st, 1954 will still be able file a restricted application once she reaches FRA.If born after 1/1/54, you will have to take the individual benefit first and then the spousal benefit, even after full retirement age.  So if your individual benefit is larger than the spousal benefit, you won’t be able to collect a spousal benefit.



2021 OASDI 
Trustee Report 
Highlights

$1.118 trillion in income

$1.107 trillion in expenses

$2.908 trillion balance in OASDI Trust 
Fund

65 million people receiving benefits

175 million people contributing into 
Social Security

43

Source: Social Security Administration (www.ssa.gov).
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Presenter
Presentation Notes
Where do we stand today?  According to the 2021 Social Security Trustee Report… (review the data on the slide).  2021 is a crossover point where expenses in the program (primarily benefit payments) are expected to exceed income generated (contributions & interest) for the first time in many years.  Unchecked this will lead to the program becoming insolvent around 2034.The projected insolvency of Social Security is not something new.  The program historically set-up as a “pay-as-you-go” system was not entirely feasible with the changing economic and demographic trends of our Nation.   In the 1970s, the Social Security Board of Trustees predicted short-term and long-term financial problems for the system.  Congress addressed these issues with the passage of the 1977 Amendments included provisions to increase the tax rate; increasing the earnings base as well as reconfiguring the benefit formula.In the early 1980s, the Social Security faced another serious financing crisis.  A Blue-Ribbon panel, known as the Greenspan Commission studied the financing issues and made legislative recommendations.   The law passed in 1983 made numerous changes we’ve already discussed: Taxation of Benefits; raising the retirement age; and increasing the reserves in the Trust Funds.  With the passing the 1983 amendments, the financing problems of the late 70s and early 80s were temporarily resolved, but the long-range financing problem reappeared a few years later.	
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Solvency of Social Security

2021 OASDI Trustees Report Table VI.G8
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Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
From 1982, the last time Expenses exceeded Income in the program we began to see the cumulative effect of the 1983 amendments and the growth of the Trust Fund.  Continued demographic and economic changes since the mid-2000s have begun to level out the growth in the Trust Fund.  It is here in 2021, that we are expected to reach the crossover point. 
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Solvency of Social Security

2021 OASDI Trustees Report Table VI.G8

Intermediate Projection

Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
What we see is based on the Social Security Administration’s “Intermediate” Projections (they author low, high & intermediate), WITHOUT CHANGE, the increase in the demand for benefits, along with the decline in future income will lead to the depletion of the Trust Fund around 2034.  
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Solvency of Social Security

2021 OASDI Trustees Report Table IV.B3
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Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
What is the key demographic trend impacting this decline?  The number of retirees (or recipients) has been growing faster than the number of workers contributing into the system. The growth in beneficiaries and the growth in workers remained roughly proportional from 1975 through 2008, during which time there were 3.2–3.4 workers for each retiree. However, since 2009 this ratio has consistently dropped, and as of 2021—the most recent year for which data are available—there were only 2.7 workers in the system for each retiree collecting from it. The last 9 Trustee Reports have indicated that Social Security's Old-Age, Survivors, and Disability Insurance (OASDI) Trust Fund reserves would become depleted between 2033 and 2035 under the intermediate set of assumptions provided in each report. If no legislative change is enacted, scheduled tax revenues will be sufficient to pay only about three-fourths of the scheduled benefits after trust fund depletion. Policymakers have developed proposals and options that have financial effects on the OASDI Trust Funds. Many of these proposals and options have the intent of addressing the long-range solvency problem.The Social Security Administration Actuarial Division has prepared memoranda for many of these proposals and options. Each memorandum provides an actuarial analysis showing the estimated effect on the financial status of the OASDI program. 
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